The Small Business Jobs Act of 2010

(H.R. 5297)
as enacted on
September 27, 2010
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Expansive Statute Georgla

Department of
Community Affalis

« Title | - modifies SBA statutes, export assistance
programs, and federal govt. contracting
requirements;

 Title Il — modification of numerous tax provisions,
treatments (depreciation, etc);

« Title lll — State Small Business Credit Initiative
 Title IV — Small Business Lending Fund
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TITLE Ill — State Small Business ™™
Credit Initiative (SSBCI)

« Component of Small Business Jobs Act
that uses state government delivery

« $1.5 billion to States to support state-run
small business capital access programs
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Target Dates Georgia
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« November 26, 2010 — Notice of Intent to
apply for funds must be filed with Treasury

* June 26, 2011 — State must file a complete
application with Treasury for approval
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Georgia

U.S. Treasury SRR e

 Announced State funding allocations on
October 8, 2010

* Allocations proportioned based on
unemployment

« Georgia’s allocation amount is $47,808,507
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Treasury Guidelines cSREAR W

« States must use federal funds for programs
that partner with private lenders to extend
access to credit for small businesses.

« States are required to demonstrate a
minimum “bang for the buck” of $10 in new
private lending for every $1 in federal
funding.
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- Allows States to build on existing credit-
access programs (or create new programs),
for example:

» Capital Access Program

» Portfolio insurance for enrolled loans through loan-loss
reserve fund established for each financial institution

* Loan Guarantee Program
« Existing protocols, procedures exist

* Other Programs

» Collateral-support, loan-participation, state-run venture
funds, credit-guarantee
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* About 30 states have operated Capital
Access Programs (CAP)

* Lending institutions apply to a state CAP
program for approval

* Premium payment is made by the bank,
borrower and state

* Premiums are deposited in a SSBCI reserve
fund to help offset any losses

« CAP reserve fund allows bank to make
slightly higher risk loans
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* A participating CAP lending institution
approves a $500,000 loan for fixed-asset
term loan to a borrower that requires
additional credit enhancement

* The bank enrolls the loan in the CAP by
sending a notice to the state’s CAP manager

* Borrower and bank both deposit 1.5% of the
loan amount in the bank’s CAP reserve fund
and the state matches the total deposits at
3% for a total of 6% or $30,000

= At a 150% match by the state, total deposited
would be 7.5% or $37,500
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« South Carolina: Maximum loan amount is $100,000
and average loan size is $42,000; total loans have
been approx. $8.5 MM. Banks can charge 1.5 -
3.5% of the loan amount and the state matches
150%; the typical deal has a 7.5% reserve (1.5%
borrower + 1.5% bank + 4.5% state = 7.5%).

=  Program website:
http://www.businessdevelopment.org/sccap.php

= Eligible borrowers: Retail/service company with
annual sales not exceeding $2,000,000; wholesale
with annual sales not exceeding $5,000,000;
manufacturing with no more than 50 employees; and
any other business with annual sales not exceeding
$2,000,000
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« Ohio: Eligible businesses with <$10 million in
revenues; maximum loan of $500,000 for fixed-
asset loans, $250,000 maximum for working-capital
loans. Borrower and lender must contribute 1.5%-
3% each; state’s match is 50% on bank’s first three
enrolled loans and 10% on subsequent loans.
State will match 80% of principal amount for loans
to targeted, registered minority businesses.

« Program website: This website contains program
documents, forms and a list of lenders.
www.development.ohio.gov/cap
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« Massachusetts: “The program was created
by Massachusetts Business Development
Corporation (MBDC) in 1993, and over the
past 17 years, CAP has made 4,285 loans
to community-based, small businesses.”

 Program website: http://www.mass-
business.com/site/site-
massbiz/content/capital-access/ (note that
this page has links to a financial report on
the program as well as sample documents
and participation agreements)
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 Michigan: More than 11,000 loans have
been made over 22 years; $24.3 million in
public funding. Maximum loan amount is
$5 million; eligible businesses must have
fewer than 250 employees or $6 million in
gross annual sales; borrowers must be for-
profit institutions.

 Program description and list of
participating banks:
http://www.michiganadvantage.org/cm/files
[Fact-Sheets/CAPAccess.pdf
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* Public-private partnership

« 50% State guarantee on bank loans

* Delegated lending authority

 Two-page application

 DCA responds to bank’s request within 24
hours

* Entrepreneurs, start-ups and small
businesses eligible

* Question: how would this kind of program
affect 10-to-1 leverage requirement in SSBCI?
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Contact Information Georgia:

Department of
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« Brian Williamson at (404) 679-1587 or
brian.williamson@dca.ga.qov

* Joanie Perry at (404) 679-3173 or
joanie.perry@dca.ga.qov

+ John Kingery at (404) 679-1586 or
john.kingery@dca.ga.qov

« Susan Brown at (404) 327-6841 or
susan.brown@dca.qga.qov
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